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Summary 
 
Vanke is a company of real estate in China. In the past years, Vanke developed at high speed.  
But now the government made policies to control the fast growing house price, and there are big 
changes in the business environment in the industry of real estate.  So the thesis suggested Vanke to 
use blue ocean strategy to meet the challenges. 
The thesis analyzed the external environment of the real estate industry in China, including 
policy, economy, society, technology, analyzed the current situation of the industry of real estate, 
points out the key success factors for the companies in the industry, then analyzed the competitive 
environment by using the five forces model. Although Chinese government issued many 
macro-control policies to prevent the price of houses from increasing too rapidly, there are huge 
demands of houses because of the urbanization and the populations of married young people.  
There will be good opportunities for the companies in the industry of real estate in the future.  
However, in the industry of real estate, there are many strong competitors, more and more new 
entries entered the industry, many affordable houses are built as the substitute, the bargain power of 
land supplier is very strong, the bargain power of buyer is weak.  There is a keen competition in the 
industry of real estate in China. 
The thesis analyzed the internal advantages and disadvantages of Vanke company.  The 
internal resources and the internal capability played an important role in the competitiveness of the 
company.  Vanke had reserved a good land resources for the development in the future, Vanke had a 
  
good capability of developing the house program, the organizational structure of Vanke can help to 
make decisions quickly under the challenging environments.  The thesis also used the VRIO model 
to analyze the abilities of Vanke, and pointed out that Vanke had strong competitiveness on the 
ability of production control and new products development, and should improve further the 
organization construction and the ability of marketing. 
This thesis explained that the blue ocean is to stand out of mass competition, demand is 
created rather than fought over, it is different from red ocean strategy with that competition in the 
market is fierce and head-to-head.  The value innovation can save the company cost and raise the 
customers’ value simultaneously.  There are four hurdles in executing the blue ocean strategy: 
Cognitive, limited resources, motivation, and politics. 
Questionnaire survey was used to describe the average image of the real estate industry in 
order to draw the canvas of blue ocean strategy, then got the Eliminate-Reduce-Raise-Create Grid, 
then draw the blue ocean strategy canvas for Vanke company in the future, finally suggestions of 
blue ocean strategy were given. 
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CHAPTER 1. INTRODUCTION 
Section 1. BACKGROUND 
In recent years, the rapid growth of the industry of real estate in China contributed a lot to the 
development of economy.  However, the fast growing price of houses will impact a negative effect 
on the development of economy, so the government issued many macro-control policies to ensure 
the healthy development of the industry of real estate and economy. 
The companies in the industry of real estate such as Vanke had to use the new developing  
strategy to meet the challenges of changing environment. 
Section 2. BRIEFS ON VANKE COMPANY 
Vanke Company was established in 1984, began to engage in real estate in 1988, and became 
the second company listed on the Shenzhen Stock Exchange in 1991.Through the development of 
more than two decades, Vanke has become the largest housing developer in China.  
Over the years, Vanke has adhered to the strategy of obtaining fair returns with its 
professional competence and based on fast turnover and development. It has always focused on 
developing mainstream products for average urban residents.  
After years of efforts, Vanke has gained a competitive edge in the housing industry.  
Since its establishment, Vanke has put much emphasis on the balance between work and life. 
It provides employees with opportunities for sustainable development, and encourages them to grow 
together with the company; it also advocates simple interpersonal relationships in the company, and 
devotes itself to creating a working atmosphere that can help give full play to staff’s talents.  
During its development, Vanke has made active efforts to fulfill its social responsibility. 
Vanke has always focused on giving full play to its advantages in the field of real estate and 
fulfilling its social responsibility.  
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Section 3. OBJECTIVES 
With strengthening the state's macro-control and the fierce competition in the market, there 
are many risks of macro-economic environments and supply and demand, which will be a threat to 
the survival and development of Vanke.  In the industry of real estate, land and capital are the most 
important factors.  Because the tight financial and monetary policy and the tight real-estate control 
policy were implemented in China, Vanke has to adopt new strategy to maintain the sustainable 
growth. 
The objective of the thesis is to give suggestions on application of Blue Ocean strategy for 
Vanke company through analyzing the external and internal environment. 
Section 4. RESEARCH METHODOLOGY 
The main sources for the thesis are obtained through desk research, referencing mainly to 
publicly-available information such as company financial, annual report and articles through Internet.  
The published books and magazines which contains the analysis on Vanke company is also used. 
Questionnaire survey through internet is used to describe the real estate industry average in 
China.  I followed the steps of the book Questionnaire design how to plan, structure and write 
survey material for effective market research
①
 to design the questionnaire.  Content designing is 
based on the eight factors which play an important role in deciding to buy a house
②
. Interviewees 
can give out their feelings towards the questions by a five-point system, there are five options 
towards interviewees’ feelings of each question, “Not good at all”, “Not very good”, “Average”, “A 
little good” and “Very good”, five answers stand for 1 to 5 points. I will calculate the final average 
scores of each question that will show us a visual impression of the real estate industry average.  
Interviewees can fill the questionnaire by clicking the link http://www.sojump.com/jq/2559792.aspx.  
I got 135 copies of respondents from the website, all of which are completed, no excluded.   
                                                        
① Brace, Ian. Questionnaire design how to plan, structure and write survey material for effective market research. 
2nd ed. London: Kogan Page, 2008. P58-65. 
②
 The important Eight factors.  http://www.zpfdc.com/News/NewsInfo_1446.html 
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Section 5. LIMITATION 
The thesis is an independent study for Vanke company.  Due to my academic ability and 
time constraints, there must be some limitations inside the thesis, which can be improved a lot in the 
future study.  
In the Zemi, we studied the blue ocean strategy. In the book, the author gived many 
successful examples, but all the examples are a description of how success has been achieved in the 
past and not a prescription on how to do it，then the author said that it was a blue ocean strategy, 
used the canvas tool to analyze it, it is all about the things that had happened. 
In the thesis, I want to try best to design a blue ocean strategy for the future development of 
Vanke company.  How to describe the overview of the real estate industry average? It is a big 
challenge.  Finally I used the Questionnaire on the internet to understand the average image of the 
real estate industry, I got 135 respondents, the results can’t reflect one hundred percent of the 
industry average, it can be considered as a reference. 
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CHAPTER 2. THE ANALYSIS OF EXTERNAL ENVIRONMENT  
SECTION 1. PEST ANALYSIS  
2 . 1. 1 Policy  
With the rapid economic growth in China, the industry of real estate developed very fast, and 
the price of real estate reached a very high level.  For the industry, in order to maintain healthy and 
sustainable growth, Chinese government promulgated many controlling policies.
③
 
On March 26, 2005, the State Council issued <an announcement of stabilizing the price of 
housing>, the main task of which is to solve the problem of rapidly rising price. 
On May 17, 2006, the State Council issued <Six measures to promote the healthy 
development of real estate industry>, including the housing supplying structure, land, loans, tax, 
economic house and cheap-renting house.  On May 29, a detailed explanation of <Six measures> 
was issued to lower the price.  On July 11, the Ministry of Construction and other five ministries 
jointly issued <The opinions about regulating the foreign capital entering the market of real estate>, 
in order to strengthen the administration of the foreign company investing in the industry of real 
estate. On August 1, Ministry of Land and Resources issued <Regulations on transferring the right of 
using land>.  Above all, on one hand, to control the supply of land, to control the amount of 
investing capital, and to maintain the market stability; on the other hand, more affordable houses will 
be built in order to help the low-income families. 
In 2007, many maro-control policies were issued, especially about finance, land, affordable 
houses and restricted investment.  All these policies affected greatly the industry of real estate. 
Financial and tax policy.  Tight financial and monetary policy was adopted, and the land 
value-added tax began to be imposed.  At the same time, from the second half of 2007, the 
government strictly controlled the company of real estate to go public, in order to control the channel 
of the company of real estate fund-raising, which placed great pressure on the capital chain of these 
companies. 
                                                        
③ Dong Fan, <Reviews on the macro-control policy in the industry of real estate in the past years>, in Chinese, 
http://blog.sina.com.cn/s/blog_44867fee0100n208.html 
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Land supplying policy.  The supplying lands were strictly controlled.  For the lands 
available, the priority is to build the affordable houses, which is for the low-income people. 
House consumption policy.  The house down payment ratio was increased in order to 
prevent one people to buy many houses.  The affordable house supply was increased to help the 
low-income people. 
To curb speculative enthusiasm policy.  The second house loans were limited, so as to 
decrease the demanding and lower the price of house. 
On January 7, 2008, the State Council issued <Notice about promoting to optimize land use>, 
“if the real estate company leaves the land alone for two years, then the land will be returned and 
assigned to another company.  If the land was left alone for more than one year, less than two year, 
then the company will be fined 20% of the price of the land.”  The policy effectively controlled the 
speculative hoarding of lands. 
In 2008, the tight financial and monetary policy was continuously implemented to strengthen 
the management of liquidity of the bank system.  However, after Lehman Brothers went bankrupt 
in September, it came with the international financial crisis.  And the macro-control policy of real 
estate in China was interrupted. The benchmark one-year lending rate was reduced by 0.27 percent 
on September 15, the deposit-reserve ratio for small and medium financial institutions was reduced 
by 1 percent.  These were the sign of the loose monetary policy.  In order to prevent GDP from 
falling fast because of financial crisis, based on the importance of the industry of real estate for GDP, 
Chinese government issued a series of saving the industry measures for real estate in December, 
2008. For example, to reduce the sales taxes, to provide the real estate merger and acquisition 
financing service, to provide houses for the low-income people, to invest more on building the 
affordable houses, to provide more loans for some programs, etc.  These are the emergency 
measures against the international financial crisis. 
With the effects of financial crisis decreased, Chinese economy firstly stabilized.  Therefore, 
the macro-control policy of the real estate logically returned to the original direction.  In 2009 and 
2010, the state Council issued some policies, on one hand, to increase the supply of affordable 
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houses, on the other hand, to control the demand of investing on houses. 
In January, 2011, more strict policies were issued, the down payment for the second house 
was increased to 60% of the total house price, one family can buy just one house, to increase the 
supply of land for affordable houses. After that, ChongQing and ShangHai began to impose the 
housing property tax.  The price of house was controlled effectively. 
2 . 1. 2 Economy 
In China, the industry of real estate plays an important role on the economic development.  
In the recent years, Chinese economy maintains the stabilized and rapid growth. The development of 
economy provides a great support to the industry of real estate, not only more companies entered the 
industry, but also demands are increased greatly in the market. In the industry, the invested capital 
and the sales increased by 20% annually.
④
 
In 2010, the GDP of china increased by 10.3%, the per-capita disposable income of urban 
residents averaged 19109 yuan, 11.3% higher than last year; the consumer price of the residents was 
up by 3.3%; the society fixed asset investment was 27814 billion yuan, 23.8% higher than last year; 
the investment in real estate development was 4826 billion yuan, 33.2% higher than last year.
⑤
 
There were many problems with Chinese economy, for example, the investment increased 
too rapidly, the trade surplus was too big, the loans were too much, the inflation pressure became 
strong, the price of assets rose continuously.  All these problems increased the uncertainty of 
Chinese economy, also increased the potential risk of real estate development. 
In order to develop the economy, solve the problem of employment, and expand the internal 
demand, Chinese government implemented the strategy of urbanization, and the real estate 
development plays an important role on the urbanization.  The population that lives in the urban 
area increased from 170 million in 1978 to 640 million in 2010, increased by 470 million
⑥
. In other 
words, at least 400 million people have transferred from the countryside to the city.  In 20 years, 
there will be another 500 million people to be transferred to cities.  Therefore, with the urbanization, 
                                                        
④ Chinese Academy of Social Sciences,  <Blue papers of Cities in 2011>,  2011. 
⑤ National Bureau of Statistics,  < 2010 Statistics Bulletin of the National Economic and Social Development of the 
People's Republic of China >,  2010. 
⑥ WANG Xiaolu, <half urbanization>,  First Financing Daily,  December 24,  2010. 
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the demand for the house in the cities will be greatly increased, which will bring huge opportunity 
for the real estate development. 
2 . 1. 3 Society 
The population and structure of people had great influence on the development of economy.  
The baby boom in 1970s resulted in the rapid growth of economy today.  These babies will be 
40—58 years old in 2020, and they will form a huge market
⑦
. 
According to the National Statistics Office, there were 100 million couples of people that got 
married from 1995 to 2005 in china.  It is a huge demand for the house and the related products.  
At the same time, the baby boom provided enough labors for the industries.  The economy of china, 
including the industry of real estate, grew at a high speed.  So it can be predicted that there will be 
good opportunities in the industry of real estate in the future. 
2 . 1.4 Technology 
The industry of real estate is a capital-intensive industry, and the requirement of technology 
is not so high.  However, while people pay more attention to the quality of house, technology 
innovation became one of the most problems in the industry.  Because of the fierce competition in 
the industry, more and more company would like to use new technology and new material. 
The companies will have to apply the method of mass production to the construction in order 
to reduce the cost and ensure the quality.  The companies will try best to design, build and manage 
in the standard procedures, just as a modern factory
⑧
. 
Now the main problem of the industry is: there is no complete supply chain. 
The companies will have to use the modern business administration skills to develop 
strategic planning by analyzing core resources, value chain, brand, segmentation, Human Resources, 
4Ps, 3Cs.  Under these advanced theories, the companies should become more professional in 
building the modern architectures. 
                                                        
⑦ ZHANG Hongyue, <Research on the developing strategy of real estate company>,  Journal of Technology 
University of KUNMING, 6th issue, 2005, P18-22. 
⑧ JIAN Desan, WANG Hongwei, <Economics of real estate>, SHANGHAI Financing University Press, 2003, 
P57-60. 
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Section 2. ANALYSIS OF INDUSTRY OF REAL ESTATE 
2 .2. 1  the demands for land decrease 
Because of the land supply-control policy in 2005, the lands area that the companies bought 
decreased from 2006 to 2009 and from 2010 to 2012.  It will result in the amounts of house 
decreasing, so the supply of houses will be not enough, and the price of house will be increased. 
 
2 .2. 2 the house demands increase 
From 2003 to 2012, the increasing speed of the sold floor space of house was higher than that 
of the completed floor space of buildings.  From 2008, the sold floor space of house was larger than 
the completed area of buildings, and the gap between them was continuously enlarged.  In 2012, 
because of the control-policy in the industry of real estate, the supply and demands of house were 
suppressed, but the sold floor space still increased, it implied that the demands were still very big 
regardless of the control policy. 
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the area of finished land 
development 
Source: Statistical Yearbook of China in 2012 
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It should be noted that, in 2012, while the price of house was so high, the demands of house 
was so large, the sold floor space of house were larger than the completed area of house.  It implied 
that the supply was smaller than the demand, the price of house was increased, and the inventory 
was decreased fast. 
2 .2. 3 the price of house increases continuously 
In order to stabilize the price of house, the State Council has issued a series of policy to 
control the price from 2005.  But the price of house still was increased in China. Especially in the 
major cities, the price of house increased faster. 
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 Source: Statistical Yearbook of China in 2012 
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2 .2.4 the supply of economic affordable housing increase 
The affordable house was encouraged to be built in 1998, but the local government and the 
company of real estate can nearly get no profit for it, so the related partners would not like to invest 
in the affordable house.  Therefore, the investment in the affordable house decreased annually.  
The decrease in the supply of affordable house widened the imbalance between the supply and 
demand in the house market.  Consequently it can’t control the price, and neither lighten the burden 
of low-income family. 
To solve the problem, the state council had issued many policies on building to increase more 
affordable houses since 2006.  From 2009 to 2011, the house shortage problem of 7.5 million 
families was solved
⑨
.  At the same time, the central government requested that the local 
government should pay more attention to the construction of affordable houses.  So the investment 
on the affordable houses increased fast.  The increasing supply of affordable houses will help 
stabilize the price of house in the market. 
2 .2. 5 diversified financing of real estate 
The industry of real estate is capital-intensive industry, so the company of real estate had to 
                                                        
⑨ the Ministry of Finance and the National Development and Reform Commission, <2009-2011 the affordable 
housing program Plan>, June 3, 2009.  http://www.gov.cn/gzdt/2009-06/03/content_1330863.html 
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develop capital financing.  The main financing channels are: bank loans, IPO, bonds, etc.  The 
financing channels were controlled by the policy.  While facing the macro-control financing and 
monetary policy, the real estate companies tried best to expand the financing channels, to get fund by 
diversified financing. 
The company of real estate utilized more foreign capital from 2006.  From 2007 to 2009, 
the increasing speed of utilizing the foreign capital is more than 60%
⑩
. 
With the financing market in China developing, many good financing products were brought 
from foreign countries.  For example, Real Estate Investment Trusts (REITs) can help the company 
of real estate to break through the bottleneck of financing, to reduce the cost and improve the 
efficiency.  It will be a new financing channel. 
Section 3. REVIEW OF KEY SUCCESS FACTORS FOR THE 
INDUSTRY 
The industry of real estate is a new economic engine in china, there will be many chances in 
the industry, but with the changes of consumers, the relationship between supply and demand, there 
will also be many challenges in the industry. 
Now, there are many problems with the companies of real estate of China, especially small 
and medium companies, for example, the small size, lack of Human Resources, the low level of 
administration, the limited competence, lack of ability of program operation, and higher ratio of 
liability to asset.  The competition in the industry will become fiercer in the future.  
In the industry of real estate, the entry barrier is not very high, and the products (houses) 
update fast, so the industry is very competitive.  The companies in the industry must integrate the 
resources to build up the core competences to meet the market trend, and to make the company 
administration system innovative. 
According to the characteristics of the industry of real estate, there are some key success 
factors in keeping competitive advantages. 
                                                        
⑩ National Bureau of Statistics,  <Overview of the national real estate market from 2009 to 2011>, October 18, 
2010.  http://www.zhengjingjianzhu.com/news/2010-10-18/631.html. 
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Land resources. In the industry, lands are the irreplaceable and non-renewable resources.  
The use of lands is one-time, and the same land cannot be developed and used for several times in 
short periods.  If a company doesn’t have resources of lands, the company can do nothing even if 
the company has excellent management, brilliant HR and good design concept.  Therefore, the 
resources of lands affected directly the survival and development of the company of real estate, and 
it is one of the important key success factors for the company of real estate. 
Capital.  The industry of real estate is a capital-intensive industry.  The size of capital is 
one of the important key success factors in the industry because the industry has a long construction 
period and it will take a very long time to recover the investment.  But if a company has a large 
amounts of capital, the company could enjoy lower pricing by buying large amounts of raw material. 
Large amounts of investment requires experts with strong financing ability and more financing 
channels. The experts will provide enough cash flow for the company. 
Marketing.  The acceptance of market is the standard of successful products.  If a product 
is out of demands of consumers, no one will buy it regardless of its design and functions.  So the 
real estate developers must understand the demands of consumers and provide added-value to 
consumers. Marketing is the process of communicating the value of a product or service to 
customers. From a societal point of view, marketing is the link between a society’s material 
requirements and its economic patterns of response. Marketing satisfies these needs and wants 
through exchange processes and building long term relationships. It is the process of communicating 
the value of a product or service through positioning to customers.  In marketing, positioning is the 
process by which marketers try to create an image or identity in the minds of their target market for 
its product, brand, or organization.  The original work on positioning was consumer marketing 
oriented, and was not as much focused on the question relative to competitive products as on cutting 
through the ambient "noise" and establishing a moment of real contact with the intended recipient.  
The company had to use 4Ps to promote the products, to find the segments.  The process can better 
understand the demands of customers, strengthen the competitive, and encourage the customers to 
buy the houses. The company also had to control the pace of selling the houses. The ability of 
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marketing is one of the important core competence in the company of real estate.  It is the company’ 
ability of understanding, developing the market, and the company had to understand the 
macro-economy trend and the market trend of real estate.   
Human Resources.  For the companies of real estate, excellent Human Resource will bring 
long-term competitive advantage.  It is important to have experts of planning, financing, marketing 
and administration.  The difference in knowledge will determine how the companies used the 
resources effectively.  The knowledge includes program planning, development control, quality 
control, marketing, service, financing, and HR.  The company has to collect and analyze the 
demands of markets, new technology and material, fashionable culture concept, new policy and law.  
The ability of analyzing will determine how the company find the market opportunity and acquire 
the external resources. 
Administration. While the company of real estate developed a program, it had to work 
together with government and many related departments, it had to deal with cooperation with design, 
material suppliers and supervisors etc. So the company of real estate has to have strong ability of 
administration, including communication, coordination, organizing and public relation. 
Brand.  The essence of brand is value.  The consumers can get the best quality by 
selecting famous brand in the industry.  The important role of brand is differentiation of products.  
Brands are a serial of identification symbols.  The company can use the brand to promote in the 
market in order to deepen the influence to customers.  The company should ensure that the brand 
and the image of company are identical to increase the value of brand. 
Organizational culture.  Organizational culture is the collective behavior of humans who 
are part of an organization and the meanings that the people attach to their actions. Culture includes 
the organization values, visions, norms, working language, systems, symbols, beliefs and habits. It is 
also the pattern of such collective behaviors and assumptions that are taught to new organizational 
members as a way of perceiving, and even thinking and feeling. Organizational culture affects the 
way people and groups interact with each other, with clients, and with stakeholders.  Organizational 
culture is a set of shared mental assumptions that guide interpretation and action in organizations by 
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defining appropriate behavior for various situations.  
Design.  On one hand, the design includes the relationship between the houses and the 
environment, the design of inter space, the style, the infrastructure etc.  On the other hand, the 
design also includes the investment, cost, profit, green area, amounts of rooms.  Good design is 
very important factors for the housing program. 
The ability of integrating resources.  The ability of company is from the resources of the 
company, including tangible resources, intangible resources, knowledge resources and all methods of 
integrating resources.  The company is an entity that combines personal knowledge, technology and 
business resources, coordinates and integrates knowledge, intangible assets and tangible assets.  For 
the company of real estate, the traditional resources advantage had weakened now.  People 
understand the concept of resource from the viewpoint of updating, which is very important to 
integrate resources effectively.   
The tangible resources includes: Marketing resources: market goals and demands, the 
experiences of success and failure of competitors, etc; the resources of stake-holders: customers, 
employees, partners, supplies, distributors, etc;  the resources of raw material: lands and building 
materials; the Media resources: to help form the successful distribution channels by media channels. 
The intangible resources includes: the information resources: the acquiration of new 
technology and new material, the fashion culture concept, etc;  Policy resources: government macro 
policy, law, etc;  Brand resources: the company and products brands, the loyalty of customers;  
Organizational resources: the culture of company will motivate the employees. 
While the company integrates the resources, it should pay more attention to the balance 
between the existed resources and the developing new resources.  The company integrates the 
internal and external resources in order to innovate. 
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Section 4. FIVE FORCES ANALYSIS 
Competition in an industry is rooted in its underlying economics, and competitive forces 
exist that go well beyond the established competitors in a particular industry.  The state of 
competition in an industry depends on five basic forces, which are diagrammed in the following 
Figure
⑪
.   
Figure 5 Five Forces analysis framework 
 
2 .4. 1 the competitors 
Some factors should be considered for competitors: the amounts and size of the companies in 
the industry, products differentiation and customer transfer cost, the demand of industry, fixed cost 
and storage cost, exit barrier etc. 
In the recent years, with the macro-control policy in china, more and more small and medium 
companies of real estate had to exit from the industry.  Several big companies of real estate 
controlled the resources in the industry, so the competition in the industry is mainly the competition 
of these big companies, including Vanke, ZhaoShang, BaoLi, FuLi, etc, these companies all had 
good brands, huge capital and many years of experiences of the industry. 
 
                                                        
⑪
 Porter, Michael E.. From competitive advantage to corporate strategy. Boston: Harvard Business School Pub., 
1987. P5-6. 
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Figure 6  the major financial data in Year 2012 of competitors 
 
Source: the annual report of year 2012 of these companies 
 
 
Figure 7  Return on Equity of competitors in Year 2012 
 
Source: the annual report of year 2012 of these companies 
BaoLi is headquartered in Guangzhou, Guangdong. BAOLI is a large state-owned real estate 
enterprise principally engaged in the design, development, construction and sale of residential and 
commercial properties, as well as the provision of property management services. It is engaged in 
residential and commercial property development and property management services in China.  It is 
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an enterprise with the first class national real estate development qualification. Ever since it was 
established, by sticking to the business concept of “practicality, innovation, standard and excellence” 
and the enterprise spirit and value of “striving, cooperative, dedicated, standard and honest as well as 
disciplined”, the company has been dedicated to creating a harmonious life integrating nature, 
building and humanistic. In 2010, BAOLI was awarded as the leadership brand in Chinese real estate 
industry together with Vanke.   
FULI Properties Co., Ltd. was established in 1994, focused on the design, development, 
construction, sale, property management and property related services in China. Since its 
establishment in 1994, the senior management and team has devoted their attention and level of 
detail to win the praise and recognition of the customers. “Adapting to change and riding the 
urbanization trend” has been the guiding policy in recent years, has created an association of the 
property developments to be a flagship name in each city. Headquartered in Guangzhou, FULI have 
programs in 16 other key cities and regions, to be firmly regarded as a national developer. FULI’s 
significance and influence in China’s property sector creates a social responsibility to cater to the 
community’s needs and expectations.  
ZhaoShang was established in Shenzhen, China in 1984 and it is the real estate flagship of 
China Merchants Group. It offers residential properties in 11 China cities, including Shenzhen, 
Beijing, Tianjin and Chongqing, etc. 
2 .4. 2 new entry 
New entrants to an industry bring new capacity, the major sources of barriers to enter the 
industry of real estate were: economies of scale, product differentiation, capital requirements, 
government policy, cost advantages, etc.  The industry of real estate is an industry which requires 
huge capital, and the products differentiation is becoming small. 
With the rapid growth of the industry of real estate, many companies which didn’t do the 
business of real estate before entered the industry fast. 
Most the companies of real estate in HongKong entered the market for ten years, some 
foreign companies cooperated with Chinese companies in order to enter the market.  These new 
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entries had large amount of capital. 
2 .4. 3 substitute 
For the industry of real estate, the affordable houses can substitute the normal commercial 
houses. 
In order to control the price of houses, the government plans to build 36 million affordable 
houses in the next 5 years to help the low-income family
⑫
. According to the arrangement, 10 million 
houses are built in 2011, 10 million in 2012, and 16 million from 2013 to 2015.  The affordable 
houses coverage will be 20% by 2016
⑬
. The State Council paid more attention to affordable houses, 
and invested much in building these houses. 
The increasing supply of affordable houses will affect the price of normal commercial houses 
in the market in the future. 
2 .4.4 the bargain power of supplier 
The lands are the basic resources of real estate.  In china, for the company of real estate, the 
supplier of lands is government.  The lands are limited, nonrenewable and scarce resources, 
moreover, it is very difficult to increase the supplies of lands in the city fast in the short period.  
Now the demands for houses in every city is growing, large amounts of lands were required to build 
houses.  In order to control the growing price of houses to maintain the healthy development of the 
industry, governments had increased the supplies of lands, but too many companies competed for 
these lands.  The price of lands gets higher and higher.  Moreover, there were not enough lands for 
development in every city, even there was no lands for affordable houses in some cities.  So the 
bargain power of supplier (government) is very strong. 
Although the price of the steel, cement and cost of workers is also increasing, the supply is 
enough.  So the bargain power of supplier (materials) is weak. 
2 .4. 5 the bargain power of buyer 
With the improved living standard, while buying the house, the consumer not only pays 
                                                        
⑫ Premier Wen JiaBao, <To control the price of house at the reasonable level>, Feb 27, 2011, 
http://www.gov.cn/zlft2011/content_1811731.htm 
⑬ FAN Ling, <how will the affordable houses coverage be 20%?>, the People Daily, March 9, 2011 
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attention to the price, but also to the quality, environment, service etc.  
But the young people from the baby boom has reached the age of marriage now, they have to 
buy houses, and the investment on houses will get very good return.  So the demands in the market 
is very strong, and the supply is not enough.  Therefore, the bargain power of buyer is weak. 
Section 5. SUMMARY 
This chapter analyzes the external environment including policy, economy, society, 
technology, analyzes the current situation of the industry of real estate, points out the key success 
factors for the companies in the industry, then analyzes the competitive environment by using the 
five forces model. 
Although Chinese government issued many macro-control policies to prevent the price of 
houses from increasing too rapidly, there is huge demands of houses because of the urbanization and 
the populations of married young people.  There will be good opportunities for the companies in 
the industry of real estate in the future. 
In the industry of real estate, there are many strong competitors, more and more new entries 
entered the industry, many affordable houses are built as the substitute, the bargain power of land 
supplier is very strong, the bargain power of buyer is weak.  There is a keen competition in the 
industry of real estate in China. 
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CHAPTER 3. THE ANALYSIS OF INTERNAL ENVIRONMENT  
Section 1. INTERNAL RESOURCES ANALYSIS  
3 . 1. 1 Tangible assets 
By the end of 2012, the total amounts of assets in Vanke company is 37.9 billion Chinese 
yuan, the current assets is 36.3 billion Chinese yuan, and the current liability is 26 billion Chinese 
yuan
⑭
. 
3 . 1. 2 Intangible assets 
Vanke company paid more attention to build the brands in the industry of real estate.  Mr. 
WangShi, CEO of Vanke, climbed the famous mountains, sailed across the sea and travelled in the 
world, all the news are helpful to promote the image and brand value of Vanke company. 
According to the list, Top 500 Most Valuable Chinese Brands 2012 by World Brand Lab, the 
brand value of Vanke was ranked at 39th. 
3 . 1. 3 Human Resources
⑮
 
As at 31 December 2012, there were 31,019 employees in the Company, representing an 
increase of 11.0% from that of the previous year. The average age of the employees was 31.1. 
Among the entire workforce, there were 6,079 employees engaged in the property 
development division. The average age of the staff working for this division was 32.6 and the 
average year of service was 4.1;  
In terms of education level, 0.3% held doctoral degree, 15.9% with master’s degree, 69.9% 
with university degree, 12.1% with tertiary education and 1.8% with education below tertiary level. 
Employees with university degree or above accounted for 86.1% of the total staff in the property 
development division.  
 
 
 
                                                        
⑭ Vanke company, the annual report of 2012. P78. 
⑮ Vanke company, the annual report of 2012. P65. 
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Figure 8  Education level of employees engaged in property development 
 
The composition of employees in the property development division by job classification is 
as follows: 1,009 marketing and sales staff, accounting for 16.6%; 3,547 professional technicians, 
accounting for 58.3%; 1,526 management staff, accounting for 25.1%. 
 
Figure 9  composition of employees in the property development division by job 
classification 
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Among the professional technicians, 2,053 were construction staff, accounting for 33.8%, 
717 were designers, accounting for 11.8% and 327 were cost management staff, accounting for 
5.4%; there were 451 project development staff, accounting for 7.4%. The number of management 
staff, including those working in the departments of finance, audit, IT, legal, human resources, 
Customer relations and data analysis as well as senior management staff, was 1,523, accounting for 
25.1%. 
There were 24,940 employees engaged in property management. The average age was 28.5 
and the average year of service was 2.1. In terms of education level, 0.3% held master’s degree, 
9.9% with university degree, 20.1% with tertiary education and 69.7% with education below tertiary 
level. Employees with tertiary education or above accounted for 30.3% of the total staff in the 
property management division. 
 
Figure 10  Education level of employees engaged in property management 
 
Section 2. INTERNAL CAPABILITY ANALYSIS 
3 .2. 1 Value chain analysis 
We can use the value chain to analyze the resources and capability of Vanke company. 
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Figure 11  Value Chain 
 
 Primary activities 
Inbound logistics (the ability of acquiring lands of Vanke) 
The lands are the necessary resources for the real estate, and the lands can’t be produced by 
people.  The areas and location of lands are fixed and can’t be changed.  So the company of real 
estate has to reserve some resources of lands to maintain the operation of business.  In general, a 
company of real estate should keep land resources enough for three years development in reserve, so 
as to make profits continuously. 
By the end of 2012, the total lands in reserve of Vanke company were 35.7 million square 
meters, which is enough for the operation of company in three years
⑯
.  So Vanke reserved a good 
land resources for the development in the future. 
 
 
                                                        
⑯ CEO of Vanke: the total lands in reserve are enough for operation in three years. 
http://info.k8.cn/article-17175-1.html 
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Table 1   Vanke’s Land In Reserve Distribution 
Region % Cities % 
Yangtze River Delta 30% Tier 1 Cities 21% 
Pearl River Delta 28% Tier 2 Cities 43% 
Bohai Rim 26% Other  36% 
Other 16%   
Source: Vanke company, the annual report of 2012 
On one hand, under the environment of macro-control, the large amounts of land resources in 
reserve will bring the company more costs and risks, for example, if Vanke company put the lands 
alone for a very long time, the government will penalize the company financially;  On other hand, 
if the land resource is not enough, it will play a negative role on the operation of Vanke.  How to 
get balance, that is a big challenge for Vanke. 
Operations (the capability of developing the house program of Vanke) 
Vanke paid more attention to optimize the business administration, value creation and 
product innovation, further improve the efficiency of workflow, then promote the brands and 
benefits of Vanke company.  Vanke company had the advantage of economies of scale, and the 
business developed toward the intensive direction, which provide good support for the stable 
development of the company
⑰
. 
Vanke company accumulated the effective construction procedures and methods, and make it 
the standard workflow of the company, so the efficiency was improved and the construction period 
was shortened. 
Marketing and sales 
Vanke company segmented the target customers into three groups: (1) the rich old people 
who care about the living quality; (2) the middle class who have some savings with 7 to 15 years 
working experiences; (3) the families that have a core people, and the life of the core people is the 
priority of all choices, for example, the child
⑱
. The method of segmentation includes most of 
customers who have the needs of buying houses. 
 
                                                        
⑰ JUECE Real Estate Research Center, Vanke Way, ZHONG XIN Press, 2008. P72-74. 
⑱ GUO Liang, Management Practice in Vanke, ZheJiang People Press, 2011. P58. 
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Outbound logistics and services (the after-sale services of Vanke company) 
It is very difficult for the company of real estate to do a good job on maitaince, repairmen 
and after-sale services.  Vanke got the reasonable solution for these jobs through in-depth research 
and analysis, and achieved the loyalty of many customers. 
 Support activities 
the procurement of Vanke company 
During Vanke developed the programs of house, the company would have to procure 
thousands of products.  In order to ensure the quality of procurement, lower the price and optimize 
the workflow, Vanke company used the method of centralization of procurement. 
the technology development 
In order to adopt the new technology, Vanke company set up Vanke Construction Research 
Center which attracted many talents, many difficulties during the development of programs were 
overcome by the center.  The ratio of R&D expenses to operating income in 2011 is 6%
⑲
. 
Human Resources Management 
The brilliant talents contributed a lot for the development of the Vanke.  To win the fierce 
competition in the future market, more and more talents will be attracted into Vanke company to 
work hard.  At the same time, Vanke company provided many employee welfares and training 
programs for the employee, including stock option incentive plan, which played an important role in 
encouraging and retaining employees，raising company cohesion. 
Firm Infrastructure 
The organizational structure of Vanke company is as the following figure
⑳
.  To meet the 
requirement of the current unstable marketing environment, the managers in Vanke should cooperate 
very closely, and the managers have to make decisions quickly under the challenging environments. 
 
 
 
                                                        
⑲ LI SHUAIDA, Thinking in Vanke’s Principle, HUAZHONG Technology University Press, 2012. P93. 
⑳ GUO Liang, Management Practice in Vanke, ZheJiang People Press, 2011. P76. 
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Figure 12  the Organizational Structure of Vanke 
 
 
As for the company culture of Vanke, the Vanke Week News played a very important role.  
The contents of the Vanke Week News include the research on economic development and business 
administration, discussion on the goal of life and humanity.  The Vanke Week News effectively 
communicated the company value, the cultural idea and business philosophy. 
Section 3. VRIO MODEL ANALYSIS 
3 .3.1 VRIO Model  
The VRIO framework is an acronym for the four question framework about a resource or 
capability to determine its competitive potential: the question of Value, the question of Rarity, the 
question of Imitability (Ease/Difficulty to Imitate), and the question of Organization (ability to 
exploit the resource or capability)
21
. 
Question of Value.  “Is this resource or capability valuable to the focal firm?” Six common 
examples of opportunities firms could attempt to exploit are technological change, demographic 
change, cultural change, economic climate, specific international events, and legal and political 
conditions. Furthermore, five threats that a resource or capability could mitigate are the threat of 
buyers, threat of suppliers, threat of entry, threat of rivalry, and threat of substitutes. 
                                                        
21 http://en.wikipedia.org/wiki/VRIO 
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Question of Rarity.  Having rarity in a firm can lead to competitive advantage. Rarity is 
when a firm has a valuable resource or capability that is absolutely unique among a set of current 
and potential competitors. How to determine if your resource is rare and creates competitive 
advantage? A firm’s resources and capabilities must be both short in supply and persist over time to 
be a source of sustained competitive advantage. If both elements (short supply and persistence over 
time) aren’t met, then the resources and capabilities a firm has can’t be a sustained competitive 
advantage.  
Question of Imitability.  “ Do firms without a resource or capability face a cost 
disadvantage in obtaining or developing it compared to firms that already possess it?” Firms with 
valuable and rare resources, which are hard to imitate by other firms, can gain the first-mover 
advantages in the market and can hence gain competitive advantage. 
A firm can either exploit an external opportunity or neutralize an external threat by using its 
rare and valuable resources. In this case, the firm can gain competitive advantage. Hence, to sustain 
the competitive advantage, it is not sufficient for a firm's resources and capabilities to be valuable 
and rare - they should also be inimitable. 
Question of Organization.  Once you have realized the value, rarity and imitability of the 
company’s resources and capabilities, the next step is to organize the company in a way to exploit 
these resources. If done successfully, the company can enjoy a period of sustained competitive 
advantage. There are many components to this question of organization. They include, the 
company’s formal reporting structure, management control systems and compensation policies. 
These components of organization are known at complementary capabilities and resources because 
alone they do not provide much value. However, in combination with a firm’s other resources and 
capabilities, it can result in sustained competitive advantage. Without the correct organization, even 
firms with valuable, rare and costly to imitate resources and capabilities can suffer competitive 
disadvantage. 
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3 .3. 2 VRIO Model of Vanke Company
22
 
 Value Rareness Imitability Organization 
The ability of financial management ✔ × ✔ ✔ 
The ability of marketing × × ✔ × 
Production control ✔ × ✔ ✔ 
New products development ✔ ✔ ✔ ✔ 
The ability of organization and 
management 
✔ × × ✔ 
Company culture × × × ✔ 
 
Through VRIO model analysis, we can conclude: 
 Vanke company had strong competitiveness on the ability of financial management, 
production control and new products development; 
 The ability of marketing should be improved by assigning more resources on it. 
 As for the production control, due to the scale of economy, Vanke company can lower 
the cost, but it didn’t have the rarity. 
 Vanke company should pay more attention to the company culture to motivate the 
employees. 
Section 4. SUMMARY 
The chapter analyzes the internal environment of Vanke company.  The internal resources 
and the internal capability played an important role in the competitiveness of the company.   
Vanke had reserved a good land resources for the development in the future, Vanke has a 
good capability of developing the house program, the organizational structure of Vanke can help to 
make decisions quickly under the challenging environments. 
The chapter also used the VRIO model to analyze the abilities of Vanke, and pointed out that 
Vanke had strong competitiveness on the ability of production control and new products 
development, and should improve further the organization construction and the ability of marketing. 
                                                        
22 KE RUI Information Technology, Maps of Vanke, China Economy Press, 2010. P104. 
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CHAPTER 4. BLUE OCEAN STRATEGY FOR VANKE 
Section 1. WHAT IS BLUE OCEAN STRATEGY23 
In the same industry, many companies competed by reducing price to enlarge the market 
share instead of leveling up the quality of the products or services. All the companies are fighting for 
efficiency but increasing the cost of sales or reducing the profit. There is no sufficient space for 
companies to grow, furthermore get more clients and market share. Besides, competition in the 
market applying this strategy becomes very direct and fierce, even head-to-head. This is always 
called “red ocean”. 
Blue Ocean Strategy, undertaking in the market of diffuse or even unknown competition, is 
one of the most innovative and promising business strategy because of the awareness of standing out 
of mass competition as well as generating more profits.  Blue Oceans, denote all the industries not 
in existence today-the unknown market space, untainted by competition. In Blue Oceans, demand is 
created rather than fought over. 
 There are mainly two elements of Blue Ocean need to take note of: value innovation and 
boundary requirement. 
First and foremost, Value innovation created in the region where the company’s actions 
influence on both its cost structures and value proportions to buyers. On the one hand, Cost 
Structures, which means cost saving specifically, made by reducing and eliminating factors of an 
industry, on the other hand, Buyer Value can be boosted in rising & creating elements the industries 
never served. 
 
 
 
 
                                                        
23 The section is based on my understanding of the book,  im, W. Chan, and Ren e auborgne. Blue ocean 
strategy: how to create uncontested market space and make the competition irrelevant. Boston, Mass.: Harvard 
Business School Press, 2005. 
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Figure 13  Value Innovation: the cornerstone of blue ocean strategy 
 
 
What is more, this so–called Value innovation could never merely pointed at the original 
implication of innovation, it contains the orientation of the whole system of the company to make a 
huge step for both buyers as well companies themselves. 
Secondly, Blue Ocean offered all of companies who applied Blue Ocean Strategy an 
absolutely merits: No set rules. That is to say, only seldom player are privileged to make structures 
and regulations in this niche market, in addition, the whole part of profits produced on extra 
demands will be pretty considerable and merely be separated by very few competitors. So, extra 
demands are the ones waited to be discovered and the only way to approach them dependent on the 
pursuit of differentiation and low cost, which will build a relationship with the value innovation. 
In a word, Value Innovation and Boundary are two integral factors being required. 
The comparisons between Blue Ocean and Red Ocean Strategy are as follows: 
Red Ocean Strategy Blue Ocean Strategy 
Compete in existing market space Create uncontested market space 
Beat the competition Make the competition irrelevant 
Exploit existing demand Create and capture new demand 
Make the value-cost trade off Break the value-cost trade off 
Align the whole system of a firm’s activities 
within its strategic choice of differentiation or 
low cost 
Align the whole system of a firm’s 
activities with its strategic choice of 
differentiation and low cost 
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Section 2. PRINCIPLES OF BLUE OCEAN STRATEGY 
Before the blue ocean strategy, companies need to review their competitive situation and 
challenge an industry’s strategic logic and business model.  The companies are suggested to ask the 
following four questions: 
1. Which of the factors that the industry takes for granted should be eliminated? 
2. Which factors should be reduced well below the industry standard? 
3. Which factors should be raised well above the industry standard? 
4. Which factors should be created that the industry has never offered? 
These four questions can be converted into the eliminate-reduce-raise-create grid. The grid 
pushes the companies create a new value curve. 
In order to put the Blue Ocean Strategy in the practical business applications, there are six 
principles: 
1. Reconstruct market boundaries 
This addresses the main issue of Blue Ocean Strategy: How to identify and search for a blue 
ocean market. To look both at static competition and the dynamic changes in the industry.  
2. Focus on the big picture, not the numbers 
 ost companies don’t have a clear and consistent strategy planning, so they are still 
competing with each other in the existing market. The solution to this problem is to make a strategy 
canvas. Drawing a strategy canvas does three things. First, it shows the strategic profile of an 
industry by depicting very clearly the factors that affect competition among industry players. Second, 
it shows the strategic profile of current and potential competitors, identifying which factors they 
invest in strategically. Finally, it shows the company’s strategic profile or value curve - depicting 
how it invests in the factors of competition and how it might invest in them in the future. 
3. Reach beyond existing demand 
To maximize the size of a blue ocean, the companies need to abandon two conventional 
 33 
strategy practices: 1) the focus on existing customers, 2) the drive for finer segmentation to 
accommodate buyer differences. Because every company in the industry does these two things, this 
strategy only leads to the red oceans of bloody competition. In a blue ocean, companies need to take 
a reverse course, and find new customers.  
4. Get the strategy sequence right 
The companies need to build their blue ocean strategy in the sequence of buyer utility, price, 
cost, and adoption. Blue Ocean Idea index is built to examine the ideas in the four dimensions: 
a. Utility: Is there exceptional utility? Are there compelling reasons to buy your offering? 
b. Price: Is your price easily accessible to the mass of buyers? 
c. Cost: Does your cost structure meet the target cost? 
d. Adoption: Have you addressed adoption hurdles up front? 
After passing the blue ocean idea index, companies are ready to shift gears from the 
formulation side of blue ocean strategy to its execution. 
5. Overcome key organizational hurdles 
Principles five and six are execution principles. There are four hurdles in executing the blue 
ocean strategy: Cognitive, limited resources, motivation, and politics. These organizational 
behaviors may hamper the success of Blue Ocean Strategy. By clearly addressing the hurdles to 
strategy execution and focusing on factors of disproportionate influence, the companies can either 
win them over or neutralize them to actualize strategic shifts. 
6. Build execution into strategy 
By organizing the strategy formulation process around the principles of fair process, the 
companies can build execution into strategy-making from the start. With fair process, people tend to 
be committed to support the resulting strategy even when it is viewed as not favorable or at odds 
with their perception of what is strategically correct for their units. 
Blue oceans will turn into red oceans eventually; however, there are some ways to set up the 
barriers to block the imitators, such as patent protection, network externality, and the economy of 
scale. But these ways cannot stop competitors forever and it may cost a lot of money and effort to 
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build these entry barriers, so the companies have to keep searching for new blue oceans. 
Section 3. BLUE OCEAN STRATEGY’S ANALYTICAL TOOLS: 
Blue Ocean Strategy analytical tools are Strategy Canvas, Eliminate-Reduce- Raise- Create 
Grid and Three Characteristics. 
Firstly, the Strategy Canvas is both a diagnostic and an action framework for building a 
compelling blue ocean strategy, captures the current state-of-play in the known market space. In 
other words, it’s graphic depiction of a company’s relative performance across its industry’s factors 
of competition. It allows users to clearly see the factors that industry competes on and where the 
competition currently invests and push users to reorienting focus from competitors to alternatives 
and from customers to noncustomers of the industry. 
And then, it is the Eliminate-Reduce-Raise-Create Grid. ERRC Grid model mainly forces 
managers to systematically pursue differentiation and low costs. It checks carefully every factor the 
industry competes on, helping managers to discover the range of implicit assumptions they make 
under awareness in competing. It is easily to interpret by managers at any level so that it creates a 
high level of engagement throughout the organization. 
Finally, the last model, Three Characteristics of a good strategy must be emphasized here. It 
contains three aspects: 
1. Focus: Every strategy has focus. Here it can be expressed as some certain aspects aimed to 
overcome or improve, what is more, those aspects have already been your advantages. Raising the 
significance of them is intended to make them as the most attractive characters of the company. 
2. Divergence: Any successful business has bravery to be different from others. Not a 
customer will choose a company is extremely similar with same profession. Blue Ocean Strategy is: 
To think the others never thought, to do others never thought. To do the others never did. Spirit of 
innovation would always lead you stand out from the mass market and make you the first choice of 
clients. 
3. Compelling Tagline: A good tagline must not only deliver a clear message but also 
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advertise an offering truthfully, or else customers will lose trust and interest. In fact, a good way to 
test the effectiveness and strength of a strategy is to look at whether it contains a strong and 
authentic tagline. 
Section 4. BLUE OCEAN STRATEGY FOR VANKE 
4.4.1  Findings from questionnaire survey 
The detailed questionnaire can be found in appendix 1 and 2.  The different answers from 
interviewees have different points. Towards customers’ thinkings of the real estate industry average, 
“Not good at all=1 point”, “Not very good=2 points”, “Average=3 points”, “A little good=4 points” 
and “Very good=5 points”. The result of questionnaire survey is shown in the following Table. 
Table 3  Result of Questionnaire Survey 
 Average Points 
Location 4.6 
Price 4.8 
Quality of houses 4 
Luxury decoration 4.6 
Environment 2.3 
Design of internal space 4.2 
service 1.8 
cultural atmosphere 3.7 
 
4.4.2  Blue Ocean discussion 
With the figures got from questionnaire survey, we can draw a canvas for the real estate 
industry average. 
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Figure 14 The canvas for the real estate industry average programs in China  
 
 
According to the canvas, some suggestions can be given to Vanke company to implement the 
Blue Ocean Strategy by using the Eliminate-Reduce-Raise-Create Grid. 
Table 4  Eliminate-Reduce-Raise-Create Grid for Vanke 
Eliminate 
location 
luxury decoration  
 
Raise 
Environment 
service 
Reduce 
The price of houses 
Design of internal space 
 
Create 
Schools and kids garden 
clubs 
Ease of living style 
 
Before, for the companies of real estate, the geographical location of lands is the most 
important factors to success.  The better location of lands, the higher price of houses.  All the 
companies competed for the lands at the best location, and sold the houses expensively.  This kind 
of market had become the ‘Red Ocean’.  So Vanke can use the ‘Blue Ocean’ strategy to expand the 
market share. 
Vanke can eliminate the important factors of location, and select the cheap lands in suburbs.  
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The cost of lands is the most expensive part in developing house programs, if Vanke will buy the 
lands in suburb, the operating cost will be reduced largely.  At the same time, the benefits of 
suburbs such as quiet and beautiful environment, fresh air will provide added-value for the houses. 
Vanke also can eliminate the luxury decoration standard to lower the price in order to attract more 
customers, and Vanke can simplify the design of internal space. 
Vanke should provide the five-star service for the house owners, for example, to establish the 
high standard water factory to supply water, to provide the comfortable free-bus between subways 
and houses, to try best to create an atmosphere of everyone being respected as VIP. 
In the traditional houses programs, there was no school and clubs.  Vanke can create schools 
for the children of house owners, and hire the famous teachers to ensure the quality of education. It 
will be welcomed by the owners of houses because it is convenient and safely. 
So the “Blue Ocean” canvas for Vanke company can be drawn as follows: 
 
Figure 15 The “Blue Ocean” canvas for Vanke company in the future 
 
The suburb house programs based on above analysis is the blue ocean for Vanke that will 
bring more market space without sharp competition.  Vanke should pay more attention to factors 
such as “environment”, “service”, “schools”, “clubs” and “ease of living style” will increase the 
competitiveness. 
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Vanke can use “a five-star home” as the compelling tagline.  Vanke can select one program 
as a pilot program using the blue ocean strategy, if it is successful, then apply the blue ocean strategy 
to more house programs. 
Section 5. SUMMARY 
This chapter explained that the blue ocean is to stand out of mass competition, demand is 
created rather than fought over, it is different from red ocean strategy with that competition in the 
market is fierce and head-to-head.  The value innovation can save the company cost and raise the 
customers’ value simultaneously.  There are four hurdles in executing the blue ocean strategy: 
Cognitive, limited resources, motivation, and politics. 
I used the results of questionnaires on the internet to describe the average image of the real 
estate industry in order to draw the canvas of blue ocean strategy, then got the 
Eliminate-Reduce-Raise-Create Grid, then draw the blue ocean strategy canvas for Vanke company 
in the future, finally suggestions of blue ocean strategy were given. 
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CHAPTER 5. CONCLUSION 
The purpose of this thesis is to apply “Blue Ocean” strategy to Vanke company.   
Firstly, the thesis analyzed the external environment of the real estate industry in China, 
including policy, economy, society, technology, analyzed the current situation of the industry of real 
estate, then analyzed the competitive environment by using the five forces model.  The thesis 
analyzed the internal advantages and disadvantages of Vanke company. 
Secondly, I use a questionnaire survey on the internet to describe the average image of the 
real estate industry.   
Thirdly, I draw the canvas for the real estate industry average based on the result of 
questionnaire, created Eliminate-Reduce-Raise-Create Grid and got the blue ocean strategy canvas 
for Vanke company.  The blue ocean strategy will help Vanke enhance the competitiveness in the 
market. 
Vanke can develop housing programs in the suburb, the cost of lands will be reduced largely. 
At the same time, the benefits of suburbs such as quiet and beautiful environment, fresh air will 
provide added-value for the houses. 
Vanke also can eliminate the luxury decoration standard to lower the price in order to attract 
more customers, and Vanke can simplify the design of internal space. 
Vanke should provide the five-star service for the house owners, for example, to establish the 
high standard water factory to supply water, to provide the comfortable free-bus between subways 
and houses, to try best to create an atmosphere of everyone being respected as VIP. 
Vanke can create schools for the children of house owners, and hire the famous teachers to 
ensure the quality of education. It will be welcomed by the owners of houses because it is convenient 
and safely. 
Vanke can select one program as a pilot program using the blue ocean strategy, if it is 
successful, then apply the blue ocean strategy to more house programs. 
 
 40 
REFERENCES 
Printed resources: 
[1]  Hunger, J. David, and Thomas L. Wheelen. Strategic management. 5th ed. Reading, 
MA: Addison-Wesley Pub. Co., 1996.  
[2]  Johnson, Gerry, and Kevan Scholes. Exploring corporate strategy: text & cases. 6th ed. 
Harlow, England: Financial Times Prentice Hall, 2002.  
[3]  Porter, Michael E.. Competitive strategy: techniques for analyzing industries and 
competitors. New York: Free Press, 1980.  
[4]  Porter, Michael E.. From competitive advantage to corporate strategy. Boston: 
Harvard Business School Pub., 1987.  
[5]  Sanchez, Ron, and Aim  Heene. Competence perspectives on managing interfirm 
interactions. Amsterdam: Elsevier JAI, 2005.  
[6]  Mathis, Robert L., and John Harold Jackson. Human resource management. 10th ed. 
Mason, Ohio: Thomson/South-western, 2003.  
[7]  Stern, Carl W., and George Stalk. Perspectives on strategy: from the Boston 
Consulting Group. New York: J. Wiley, 1998.  
[8]   im, W. Chan, and Ren e auborgne. Blue ocean strategy: how to create uncontested 
market space and make the competition irrelevant. Boston, Mass.: Harvard Business School 
Press, 2005.  
[9]  Brace, Ian. Questionnaire design how to plan, structure and write survey material for 
effective market research. 2nd ed. London: Kogan Page, 2008. Print. 
[10]  JUECE Real Estate Research Center, Vanke Way, ZHONG XIN Press, 2008.  
[11]  LI SHUAIDA, Thinking in Vanke’s Principle, HUAZHONG Technology University 
Press, 2012. 
[12]  GUO Liang, Management Practice in Vanke, ZheJiang People Press, 2011. 
[13]  WANG Shi, MIU Chuan, Road and Dream, ZHONG XIN Press, 2006. 
[14]  KE RUI Information Technology, Maps of Vanke, China Economy Press, 2010. 
[15]  ZHANG Hongyue, <Research on the developing strategy of real estate company>,  
Journal of Technology University of KUNMING, 6th issue, 2005 
 
 41 
[16]  Chinese Academy of Social Sciences,  <Blue papers of Cities in 2011>,  Chinese 
Academy of Social Sciences Press, 2011. 
[17]  National Bureau of Statistics,  < 2010 Statistics Bulletin of the National Economic 
and Social Development of the People's Republic of China >,  2010. 
[18]  WANG Xiaolu, <half urbanization>,  First Financing Daily,  December 24,  2010. 
[19]  ZHANG Hongyue, <Research on the developing strategy of real estate company>,  
Journal of Technology University of KUNMING, 6th issue, 2005. 
[20]  FAN Ling, <how will the affordable houses coverage be 20%?>, the People Daily, 
March 9, 2011 
[21]  Vanke company, the annual report of 2012 
 
Internet Resources: 
[1]  LIU Shan, The important Eight factors. 
http://www.zpfdc.com/News/NewsInfo_1446.html 
[2]  Dong Fan, <Reviews on the macro-control policy in the industry of real estate in the 
past years>, http://blog.sina.com.cn/s/blog_44867fee0100n208.html 
[3]  Premier Wen JiaBao, <To control the price of house at the reasonable level>, Feb 27, 
2011, http://www.gov.cn/zlft2011/content_1811731.htm 
[4]  CEO of Vanke: the total lands in reserve are enough for operation in three years. 
http://info.k8.cn/article-17175-1.html 
[5]  VRIO model,  http://en.wikipedia.org/wiki/VRIO 
 
 
 
 
 
 
 42 
APPENDIX 
Appendix A 
 
Questionnaire 
http://www.sojump.com/jq/2559792.aspx 
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The questionnaire translated in English is as follows: 
 
For the real estate industry average now, what do you think of the available house programs in the 
market? 
 
1.Location 
Do you think if the location is good? 
1. Not good at all 2. Not very good  3. average 4. a little good 5. very good 
 
2.Price 
How do you think of the price? 
1. Not expensive at all 2. Not very expensive 3. average 4. a little expensive 5. very expensive 
 
3.Quality of houses 
Do you think if the quality of houses is good? 
1. Not good at all 2. Not very good 3. average 4. a little good 5. very good 
 
4.Luxury decoration 
Do you think if it is luxury decoration? 
1. Not luxury at all 2. Not very luxury 3. average 4. a little luxury 5. very luxury 
 
5.Environment 
Do you think if the environment is good? 
1. Not good at all 2. Not very good 3. average 4. a little good 5. very good 
 
6.Design of internal space 
Do you if the design of internal space is good? 
1. Not good at all 2. Not very good 3. average 4. a little good 5. very good 
 
7.Service 
Do you think if the service is good? 
1. Not good at all 2. Not very good 3. average 4. a little good 5. very good 
 
8.cultural atmosphere 
Do you think if the cultural atmosphere is good? 
1. Not good at all 2. Not very good 3. average 4. a little good 5. very good 
 
Thank you very much for your contribution to the survey. Have a nice day. 
 
 
Note: Towards customers’ thinkings of the real estate industry average, “Not good at all=1 
point”, “Not very good=2 points”, “Average=3 points”, “A little good=4 points” and 
“Very good=5 points”. 
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Appendix B 
 
The results of questionnaire is as the following table. 
The distribution of number of respondents for every question in the survey. 
 
The number of respondents is 135 
 
 
 
 
 
 
 
